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CONFIDENTIAL

St i A o

21 June iU5S6

MEMORANDUM FOR: (1A Carecser Jouncil

SUBJECT : The Gorernment Imployees’
Hoalth Aesocintion, Inc. in Ke
Projeei AQUAMNTONE

1. The Board »f Directors of the Goverament Tmployees’
Health Ansociation, Inc. (GEBA) considers the Board's
essentinl function to be that of establishing and mainiaining
accepiable and desirable forms of health and life insurance for
regular employeas of the Agency in 3 manner consistent with
the Agency's security reguirersents snd at the lowest possible
conte.

2. Prior ts the establishraent of the GEHA nsurance
program in 1948, Agemcy personnel experienced difficalty in
procuring life insurance policles through sutside commercial
Insurance companies and in mas: instances these compazies
would not underwrite the policies oo CEA employees unlaes the
Agency csuld advise the company that the proposed insured
would not be serviag in & hazmrdous position with this Agency.

3. The War Agencles Employeen’ Protective Association
plan was estadllshed during World War Il la vrder to provide
fifs insurance protecilon io civilian employees of the Governmens
who would be serving in hasardous positions overseas, It is
gonerally undersiocd that WAEPA intended 1o lnsure againat a
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extra hasardous risk since thig program was designed and
established to £i11 & wartime nued,

4., On the sther hand, foflewing the recemmendation of
the Insuraace Task Force, GEEA negoilated s life insurance
contract with United Beneflt Life Insurancs Company (UBLIC)
which was effective | August 1754 for the purpose nf pruviding
new iife insurance on p completely secure basis. While
deialled discussions were not hield as o how hasardous & risk
the normal ClA employee would be considered, it was understood
by UBLIC that since our cegular staff employees might be cailed
apan to render servizes cutalde of the United States in connection
with the intelligence activities of the Unied States Government that
there would be some risks absve that understood in terms of the
aormal Government employes ander this program. These risks
were asscmed by the underwriter to be farly intermittent in
sature and would mot apply to 21l indlviduals belng insured under
this program. The Board in Us adminlstration of this program
bas heen gulded by Ageacy policy as to the general natuzre of
dutles of staff employees and Lhe normal hazards resulting
therefrom. In this regard it has been consistentlyheld that
staff employees acquire by virive of thelr duties, sxperience
aod training, 3 coasiderable sxount of seasitlve information,
and such employess should nol Sz aseigned to hazardeus illagal
or para-milliary dutlas wherdhyy they may be capiured or held ia
the status of prisoners of war and subsequently bhrainwashed,
Under this policy, a roasosable patiern of risk experisnce can
be viseslizsed and snticipated, bu: the insurance program did
not anvision the extra hanardaus duty of the speclal group.

5. The prewmium raie and the pesaibility of dividends
under the UBLIC plas are directly relaied io our exparience
in doath clalmu processed undar this plan. It foltows then that
shounid CEHA experience a high mortality raie among ita policy-
holders that any surplus whickh wight otherwise be accumulated
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and retursed to the policyholders in the forw of a dividend,
premium holiday or reduced premism rate for & specified
period of time would not be forthecoming. Ia addition, ehould
the experience ratlng be so hiph as io consume sny possible
surpius and result in & not lose to UBLIC, UBLIC would then
have to incrsase the premium rate for all UBLIC policyholders
or poasibly not renew the sxisting contraci. The chances for
non~rensws! of this gontract would be greaily increased if
UBLIC ware xware that GEHA were covariag short ierm
mmt recrulted for extra hassrdous projecis not

ated under the uriginal negotiaticns, Sluce it is a
function of this Beard to proaars and maintain the necessary
insurancs coverage for the bolk of regular Agency personnel
at the lowest possidble rate, the Board should assure that the
inglusion of any special grouwp ov groups of lodividuals in an
extrs hasardous project does not jeopardize the maintenance
of sn insurance progran for the vast majority of regular
Agency employses. Tt is the firm opinien of this Board that
the inclusion of an extra hasardous occupational group, such
&% the spacial group of appointed owployees to project
AGUATONE, (n the UBLIC program would jeopardize the
prograw which has been esteblished over a period of years
for the Lullk of regulnyr Agency smployoes. In addition, the
Board bas been mindtul of the faet that Ageacy employeds have
been encournged te knd have resdily accopted the QEHA
insurance programs (n Heu of attempting to obtain public
insursace. Aay action whith might caude a sharp increase in
prewmisms or cancellaiions of thewse policies will have serious
personal ¥apercussions on vur employees and many employoes
may expsrience consideralle difiicalty in replaciag this
tasurance.

6. loasmuch as 17 mesbers of the AGUATONE group
bave acquired ¢coverage thraugh GBLIC, this Board will
inclnde the Balance sf apprrimately 11! additional members
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u! this proiect. However, the Buard sirongly urges the
adoption of the fellowing recommendation: that the Career
Councll recommend to the Dirsctor that where payment of

a danth claim dus ic operntionsl activities (3 requived for this
special group of persons engagnd in this project, this payment
be provided through operational funds of the Agency whick may
be trassmitted through the Govarament Employees® Health
Assecistion in setttemwent of any such obligation. Death clailms
en any of thase indlviduals resuliing from causes other than
sxtza haxardous will oot require Agency reimbursement.
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